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Taxation and Public Ownership. 

Morning Session, August 24 and Afternoon Session, August 25. 



The Taxation of Personal Property and the FarmeJL 



BY PROFESSOR S. M. DICK, OF THE MISSOURI WESLEYAN COIjLEQE. 



All writers and teachers dealing with the subject 
of taxation, so far as I know, are agreed that the 
American taxing system is faulty and ought to be 
reformed. 

Some of its worst defects are: It puts a premium on 
dishonesty; it is exceedingly complex; it tends to 
widen the breach already existing in society. There 
are two reasons why a reform is difficult to inaugu- 
rate: First, the rich men do not want it. Second, the 
farmers do not want it. 

Our present system is the system of a hundred 
years ago. At that time millionaires and monopolies 
were unknown to America. Our system was more 
nearly just then than it is possible for it to be now. 
Since new factors of wealth have been introduced, 
new methods of taxation are necessary. 

In 1826 the personal property in Ohio was nearly 
equal in value to the real estate. In 1889 the realty 
amounted to $1,213,645,052, while the personal prop- 
erty is listed at only $540,552,292. Assuming that 
the personal property is worth as much as the real, 
we have $673,092,760 of taxable personal property 
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bearing no portion of the public burden. In the city 
of Cincinnati in 1867 the personal property was val- 
ued at $68,412,285, and the real at $68,596,040, while 
in 1880 the real was valued at $129,956,980, and the 
personal at only $37,578,376. This apparent decrease 
of personal property is not limited to Cincinnati. 
The same is true in other large cities in Ohio. Per- 
sonal property, therefore, escapes taxation. The 
most logical basis for a system of local taxation is 
real estate. The taxation of mortgages is a question 
of great interest to the people of the United States, 
since the census of 1890 shows that there are 12,690,- 
152 families and 9,000,000 of mortgages in the United 
States. Mortgages, so far, have not been success- 
fully taxed. 

If taxation were on real estate alone in Ohio, those 
counties most given to farming would save, per 
annum, from fifteen to twenty per cent, of all the 
tax now paid for state purposes. 

Had real estate alone been taxed in 1891, and had 
the same amount of tax been required for state pur- 
poses that was demanded, the four counties containing 
the four largest cities in Ohio would have paid $147,- 
889.30 more than they did pay. The four cities would 
have paid much more than this and the farm hands 
in those counties would have saved a large per cent, 
of their tax. 

It is very evident from the facts ascertained in the 
investigation, that Ohio farmers would be largely 
the gainers if personal property were exempt from 
taxation. 

Discussion. 

Professor Seligman: I think we would all agree 
to the facts as presented in the paper. One or 
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two points struck me. There is a very common mis- 
apprehension of the statistics of valuation of per- 
sonal and real estate, given in the census and other 
financial reports. We may look at the property as Mr. 
Dick did, from the standpoint of the individual who 
owns it. His figures are then perfectly correct. On 
the other hand, if we look at property from the stand- 
point of national property, or social capital, the fig- 
ures are entirely different. In the former case we 
would be counting property three or four times over. 
We count, for instance, a piece of real estate as being 
so much real estate, then count a mortgage as being 
so much personal property. Therefore, if a farmer 
mortgage his property to the full amount of his value 
we are increasing property one hundred per cent. 
Many statistics fail to make this distinction. 

The other point to which I would allude is this: 
Mr. Dick maintained, and his thought is perhaps in 
harmony with that of a large number of tax reformers 
in this country, that the best basis, or at least a very 
good basis for local taxation would be real property. 
Henry George goes one step further, and maintains 
that the basis should be land exclusive of improve- 
ments. My objection is that, while the plan has 
many advantages of ease and convenience of collec- 
tion, and of non-inducement to fraud, it fails of 
equality and uniformity. There is no doubt that 
after all the contests over principles of taxation, 
modern science has settled down on a taxation ac- 
cording to ability and means rather than on a taxa- 
ation according to benefits, though it is true that in local 
taxation this principle must be modified somewhat 
by the principle of benefits to the individual and his 
property. As real property has a large share of the 
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benefits of state and municipal protection, it ought to 
bear a large share of the taxation. It is hopeless to 
suppose that the farmers of this country will ever 
consent to abolish the tax on personal property unless 
we replace it by something which will reach the 
bondholders, and tax the holders of millions who did 
not get their wealth from real estate. No system 
of local taxation can be worked out without taking 
into account the general state and national taxation 
system, all three systems trying to get at the faculty 
of the individual. 

Professor Dick: I have used no figures taken from 
the census reports. I took all figures myself from the 
tax duplicates in the auditor's office. I will also say 
in regard to the second point that Dr. Seligman has 
made, and I fully agree with him in that matter, that 
when I was invited to read this paper I thought I had 
an hour. The first half hour I devoted to the sub- 
ject as you have it; in the second half hour I hoped 
to discuss the very problem that Dr. Seligman has 
spoken of. 

Hon. Joseph D. Weeks: Do you consider those 
figures correct? 

Professor Dick: No, sir; I do not think that they 
represent actual value. 

Mr. Weeks: That was what I understood Dr. Sel- 
igman to say, that they did not exactly represent the 
actual value of personal and real estate. In Penn- 
sylvania our state taxation is derived entirely from 
corporations and licenses and a small tax on personal 
property in credits, mortgages, etc. We find when 
we examine the tax duplicates that though we have 
tried to get at actual valuation in certain instances, 
the assessed valuation in rural counties is nearly cor- 
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rect, whereas in manufacturing counties the assessed 
valuation is very much under the real value. Take 
the two counties of Green and Huntingdon: Green 
is purely agricultural, Huntingdon is maufacturing, 
with mills and coal mines, etc. Huntingdon has 
also about a third more acreage than Green, yet 
on the tax duplicates for 1889 Green was assessed at 
something like $14,000,000, while Huntingdon was 
assessed at $4,000,000. We have no state board of 
equalization. It seems to me that Professor Dick is 
dealing with the farmer as a class and with the man 
in the city as a class. While it may be true that 
farmers as a class would pay a smaller tax under the 
taxation of real estate instead of personal property, 
how would it be with the individual farmer? Does not 
the tax on personal property somewhat diminish the 
tax that would fall on the individual farmer, on ac- 
count of his real estate ? 

Professor Dick: In Medina county and in Portage 
county, the entire state tax was paid by the farmers. 
In one of those counties less than ten per cent, of the 
property is in town lots. That county would save just 
$10,000 in actual money by the exclusive taxation of 
real estate, and it would be saved to the farmers and 
to no one else. You would have to increase the state 
levy to get the same amount of tax, but the increase 
would come from the cities and not from the farm- 
ers. The saving of the farmers would be vastly 
greater than their increase. 

Mr. Weeks: That personal property might be held 
by the farmers, or it might not be. As to the mort- 
gages that you spoke of, on some 75 per cent, of all 
the homes, the mortgages are not held by the farm- 
ers and they would not have to pay the tax on the 
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mortgages directly under the present system; whereas 
in the other system the tax the farmer individually 
would have to pay would, it seems to me, be increased. 

Professor Dick: That would be true if personal 
property were taxed one hundred cents on the dollar; 
but the truth is, personal property is not taxed more 
than 25 per cent. Thus part of the property escapes 
taxation, while all the personal property of the 
farmer catches the eye of the assessor. 

Professor Knight: Do I understand that real estate 
is assessed more than 25 per cent, in Ohio, for 
instance. 

Professor Dick: In my judgment real estate is 
assessed at a little more than 50 per cent. So far as 
the principle is concerned, if real estate is assessed at 
25 percent, then personal property is assessed at less 
than 12| per cent., because personal property is 
assessed at less than one-half as much in the state as 
real estate, while there is not a single doubt that 
personal property is worth more than the real estate 
in Ohio. 

Mr. Weeks: The farmer class, as a rule, does not 
own the credits and mortgages that are taxed, and 
the personal property in the state of Ohio. The tax 
that comes off that personal property has to go on 
real estate, and I think it will increase the tax on the 
farmer because his real estate will have to pay it, 
while personal property, not largely held by the 
farmer but by other people, will be exempt from tax- 
ation. 



